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INDEPENDENT AUDITOR'S REPORT

To the Officials of Cherokee County:

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Cherokee County, Iowa, as of and for the year ended June 30, 2007,
which collectively comprise the County’s basic financial statements listed in the table of contents. These
financial statements are the responsibility of Cherokee County’s management. Our responsibility is to express
opimons on these financial statements based on our audit.

We conducted our audit in accordance with LLS. generally accepted auditing standards and the standards
apphicable to financial audits contained \n Governmenr Auditing Standards, issued by the Comptroiler General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basts, evidence supporting the amounts and disclosures in the financial staternents.  An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of Cherokee County at June 30, 2007, and the respective changes in financial position and cash flows, where
applicable, for the year then ended in conformity with U.S. generally accepted accounting prineiples.

In accordance with Government Awditing Standards, we have also issued our report dated Febrouary 12,
2008, on our consideration of Cherokee County's internal control over financial reporting and our tests of its
cormpliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The
purpose of that report 15 to describe the scope of our testing of internal control over financial reporting and
comphiance and the results of that testing and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the resuits of our audit.

Management’s Discussion and Analysis and budgetary comparison information on pages 6 through 13 and
38 through 40 are not required parts of the basic financial statements, but are supplementary information required
by the Governmental Accounting Standards Board, We have applied certain hmited procedures, which consisted
principully of inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. We did not audit the information and express no opinion on it.



COur audit was conducted for the purpose of forming npinions on the financial statements that collectively
comprise Cherokee County’s basic financial statements. We previously audited, in accordance with the standards
referred to m the second paragraph of this report, the financial statements for the five years ended June 30, 2006,
{(which are not presented herein) and expressed ungualified opinions on those financial statements.  Other
supplementary information meluded in Schedules 1 through 6, including the Schedule of Expenditures of Federal
Awards required by U.S, Office of Management and Budget (OMB) Cireular A-133, dudits of Stwes, Local
Govermments, and Non-Profit Organizations, 15 presented for purposes of addittonal analysis and is not a required
part of the financial statements, Such information has been subjected to the auditing procedures applied in our
audit of the basic financial statements and, i our opinion, is fairly stated in all material respects m relation to the
basic financial statements taken as a whole.

February 12, 2008




MANAGEMENTS DISCUSSION AND ANALYSIS

Cherokee County provides this Management Discussion and Analvsis of its finrancial statements.  This
report contains an overview and analysis of the financial activitics for the fiscal vear ended June 30, 2007. The
following information should be considered in relation to the County’s financial statements ineluded in this
Teport,

This 1s the fourth year that Cherokee County has been required to report all activities on o £}l accrual
basts, as required by the reporting standards of GASB 34. The following comprehensive comparison 1o fiscal
year 2006 makes 1t more meaningful for the public to understand the County’s financial position and results of
aperations.

2007 FINANCIAL HIGHIIGHTS

o Cherokee County governmental fund revenues increased approximately $268,658 from fiscal year 2006
to fiscal year 2007, Property taxes and other county tax increased approximately $344,842.

o Cherpkee County’s governmental fund expenditures decreased approximately $72,315 from fiscal year
2006 to fiscal year 2007, Mental health expenditures increased by approximately $11,764 and capital

projects expenditures decreased approximately $292,543.

e Cherokee County’s net assets increased 7.20%, or approximaiely $1,677,355, from June 30, 2006, to
June 30, 2007,

USENG THIS ANNNUAL REPORT

The annual report consists of a series of financial statements and other information, as follows:

»  Management’s Discussion and Analysis introduces the basic financial statements and provides an
analytical overview of the County's financial activities.

¢ The Government-wide Financial Statements consist of a Statement of Net Assets and a Staternent of
Activities. These provide information about the activities of Cherokee County as a whole, and present
an oveyall view of the County’s finances.

e The Fund Financial Statements tell bow govemmental services were financed in the short term as well
as what remains for future spending. Fund financial statements report Cherokee County’s operations in
more detail than the government-wide statements by providing information about the most significant
tunds, The remaining statements provide financial information about activities for which Cherokee
County acts solely as an agent or custodian for the benefit of those outside of County government
{Agency Funds).

s Notes to Financial Statements provide additional information essential to a full understanding of the
data provided in the basic financial statements.

e Required Supplementary Information further ¢xplains and supports the financial statements with a
comparison of the County’s budget for the year,

o Other Supplementary Information provides detailed tnformation about the nonmajor governmental and

the individual Agency Funds. In addition, the Schedule of Expenditures of Federal Awards provides
details of various programs benefiting the County.
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REPORTING THE COUNTY'S FINANCIAL ACTIVITIES

Genvernment-wide Financial Statemenis

Accounting methods simlar to those used i private-sector businesses are used in preparing the
government-wide financial statements.  The mformation contained in these reports helps the public fo
understand if Cherokee County’s financial position 1s better or worse after the fiscal vear has ended.

The Statement of Net Assets includes all of Cherokee County’s assets and Habilities, with “pet asseis”
being reported as the difference between assets and Habilities.  Over time, increases or decreases in the
County s net assets will indicate if the financial position of the county 1s mmproving or deteriorating.

The Statement of Activities includes all of the current year’s reveriues and expenses. All changes nnet
assets are reported as soon as the change oceurs, regardless of when the cash was received or paid. Therefore,
revenues and expenses for some ttems will be reported in this statement and therr resulting cash flows will he
reported in future fiscal reports.

Cherokes County’s governmental activities are presented in the Statement of Net Assets and the
Staterment of Activities., Governmental activities include public safety and legal services, physical health and
social services, mental health, county environment and education, roads and transportation, governmental
services (o residents, and administration.  Property tax and state and federal grants finance mwst of these
activities.

Fund Financial Statements

The Pund Financial Statements provide more detailed data about Cherokee County’s funds, Funds are
nsed to keep track of sources of funding and spendmg o particular programs. Most “major’™ funds are required
by state law while the County establishes other finds to control and manage money for specific purposes or o
show that it is properly using certain revenues such as federal granis.

Cherokee County has three kinds of funds:

1} Governmental funds account for most of the County’s basic services. These focus on how money
flows nto and out of those {unds, and the balances left at year-end that sre available for spending.  The
governmental funds include: 1) the General Fund, and 2) the Special Revenue Funds, such as Mental Health,
Rural Services, and Secondary Roads.  These funds are reported using the current financial resources
measurement focus and the modified acerval basis of accounting, which measures cash and all other financial
assets that can readily be converted to cash. The governmental fund financial statements provide a detailed,
shortderm view ol the County’s general governmental operanons and the basic services 10 provides.
Governmental fund information helps determine whether there are more or fewer financial resources that can be
spent in the near future to finance Cherokee County’s programs.

The required financial statements for governmental funds include a balance sheet and 2 statermens of
revenues, expenditures, and changes in fund balances.

2} Proprietary fands account for the County’s Internal Service, Fmplovee Group Health Inswrance
Fund. Internal Service Funds are an accounting device used to accumulate and allocate costs internally among
the Clounty’s various functions.

The required financial staternents for proprictary funds mclude a statement of net assets, a stafement of
revenues, expenses, and changes in fund net assets, and a statement of cash flows,

3) Tiduciary funds are used to report assets held m a trust or agency capacity for others which cannot
be used 1o support Cherokee County’s own programes.



REPORTING THE COUNTY S FINANCIAL ACTIVITIES — (Continued)

The required financial statements for fduciary funds include a statement of fiduciary assets and
liabilisies.

Reconcihiations between the government-wide financial statements and the fund financial statements
follow the fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted carlier, net assels may serve over ume as a uselul mdicator of financial position.  Cherokes
County’s combined net assets were $24,782 934 for fiscal year 2007, This reflects a $1.677,335 {7.26%)
increase over fiscal year 2006 net assets of $23,105,579. 'this increase can be substantially attributed to
roadway construction.  The analysis that follows focuses on the changes m the nef assels for governmental
activities.

Net Assets of Cherokee County’s Governmental Activities

June 30

2007 2006
Current and other assets $ 16,941,503 § 9775047

18,500 594 _AT2RT 353

Capital assets
Total assets

Other Liabilitics
Total habilities

Net assets

Invested in capital assets, net of refated debt 18,509,524 17,287,353
Restrigted 4,488,958 4,021,042
Unrestricted oL I84422 1,797,184

Total net assets 524,782,934 $.43,105,579

Net assets of Cherokee County’s governmental activities increased by $1,677.355 compared to fiscal
year 2006. The largest portion of Cherokee County’s net assets is invested in capital assets {e.g., land.
mfrasiructure, buildings, and equipment). Restricted net assets represent resources that are subject to external
restrictions, constitutional provisions, or enabling legislation on how they can be used. Unrestricted net assets —
the part of net assets that can be used to finance day-to-day operations without constraints established by deb
covenants, enabling legislation, or other legal requirements, are reporied at approximaiely $1,784.422 as of June
30, 2007,



Changes in Net Assets of Cherokee County’s Governmental Activities

Year Ended
June 30

2007 2006
Revenues:
Program revenues:
Charges for service $ 1,204,095 $ 1.2209%
Operating grants, contributions, and restricted interest 4,436,005 4.361.747
Capital grants, contributions, and restricted nferest 753,890 2,332,064
Ceneral revenues:
Property tax 3,881,733 3,538,501
Penalty and interest on property tax 28,359 26,997
State tax credits 189,677 191,711
Tax increment financing 147 258 125,361
Grants and contributions not restricted to specific purpose 29,466 62,160
Unrestricted investment carnings 244,732 182,215
(Other general revenues . - S £.162
Total revenues A0.915.250 A2:148,789
Program expenscs:
Public safety and legal services 1,331,793 1,439,214
Physical health and social services 856,757 716,618
Menta} health 1,239,135 1,230,777
County environment and education 464,801 458 859
Roads and transportation 3,459,117 3,408 090
Govermmental services to residents 329 789
Adminsstration 556,503

Total expenses

Increase in net assets 1,677,355 3,116,455
Net assets begianing of year J23.405.579 19989124

Net assets end of year

Cherokee County’s property tax revenue increased by $343 232 due to a 6.68% increase in property
valuation, The County increased the levy in the Mental Health Fund by 16.623 cents while maintaining the
prior levy rates in both the General and Rural Funds.

INDHVIDUAL MAJOR FUND ANALYSIS

As Cherokee County completed the year, it governmenta! funds reported o combined fund balance of
$6,282.502, an ncrease of 414,062 from lagt year's 35,868,440 ending fund balance. The inerease in fund
balance 13 primanly attributable to the increase in property valuations. The Cherokee County Board of
Supervisors chose to “spend down” the fund balance as a way of reducing the potential increase in property
taxes for the citizens of Cherokee County. The following are the major reasons for the changes in fund balances
of the major funds from the prior year:

»  General Fund revenues and expenditures reflect normal increases in expendiiures pertaming to labor
costs and msurances increases. The ending fund balance showed a decline of $41,111 from the prior
yvear 10 $1,683,043.
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INDIVIDUAL MAJOR FUND ANALYSIS - (Continued)

Cherokee County has continued to look for ways to effectively manage the cost of mental health
services. Allowable Growth dollars were provided by the Department of Human Services after the
County levied at 100% and ended the 2006 vear with a very low fund balunce. This calculated risk
increased revenues for this fund in Fiscal Year 2007 to $1,486,474 while expenditures totaled
$1,239.044, The resulting increase it the Menial Health Fund balance at year end was 3247430,
leaving an ending fund balance of $278,164.

Rural Services ending fund balance for fiscal year 2007 was $292.802, which 15 a $10,682 increase
from the prior year’s balance of $282,120. This change is a result of Cherokee County’s rural
valuation increase.

Secondary Roads ending fund balance increased by $217,460 for the year ending June 30. 2007. The
prior vear fund balance was $3,324,731, and was increased to a $3,742,191 fund balance after
completion of the 2007 vear.

Other Special Revenue Funds, which include County Recorder Records Management, Conservation
Land Acquisition Trust, and Resource Enhancement and Profection, are classified as nonmagor
special revenue funds, The combined activities of these funds resulted in a decrease in fund balance
of $20.399. The ending fund balance for 2007 was $286,302 which 15 a reduction from the prior
year's ending fund balance of $306,701.

BUDGETARY HIGHLIGHTS

Orver the course of the year, Cherokee County amended 1ts budget twice. The first amendment was
made on Ociober 31, 2006, by the County Board of Supervisors for the following reasons:

Intergovernmenial Revenues were increased by $137.500 for two pass through grants including
£7.500 in Sheriff’s Department and $130,000 of Homeland Security Grants.

Expendifures in the Public Safety service area were wereased by $64,000 to include 54,000 in
Forfeited Property and $60,000 within the Shertff™s Department, including $7,185 of grants, $22.915
in mereased wages that were not previously budgeted, as well as $29,900 of accrued expenses from
the prior fiscal year.

The Physical Health service area was increased by $130,000 due to the Homeland Security pass
through grams. Cherckee County acted as fiscal agent for Region 3 i administenng this grant.
Increased expenditures m County Environment and Hducation by $117,000 to allow for facthity
miprovements at the Silver Sioux Regreation Arca. The REAP Fund accounted for $78.000 of this
merease with the balance of $39,000 through the Conservation Capttal Improvements Fund.
Admindstration was increased by $50.000 to address General Service repairs including roof
replacement.

The second amendment was made on May 8, 2007, by the County Board of Supervisors for the following

reasons:

e Increased Intergovernmental Revenues by $60,468 for Public Health grants.

o Charges for Services were reduced by $3.000 due to a reduction in commwnicable disease
It zaiions.

o Miscellaneous Revenues were mcereased 57,600 to include Pubhic Health's higher activity i drug

testing.
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BUDGETARY HEGHLIGHTS - (Continued)

o Public Safety expenses were ncreased by $32,500 to cover 87,500 in office start-up costs for the

County Attorney and $25,000 for ambulance replacement.

s Increases m Physical Health totaled $111.793 with $3,500 for rent/phone expense in the Veteran
Affairs Department; $57.368 in Puoblic Health grants; 320,925 for Public Health software; and

$30,000 for Public Health employee benefit payouts.

e Administration expenses were nereased by $30,000 and represent $10,000 in legal fees for union
contract negotiations; $10,000 additional costs for Civil Service expenses; and $10,000 for mitial

website expernses.

CAPETAL ASSETS

Cherokee County's Capital Assets activity for the year ended June 30, 2007, was as follows:

Capital Assets of Govermmental Activities at Year End

Governmental activities:
Capital assets not being depreciated:
Land
Constrizetion 1 progress
Total capital assets not bemg depreciated

Capital assets being depreciated:
Buildings
Improvements other than buildings
Equipment and vehicles
Infrastructure, road network
Total capital assets being depreciated

Less accumulated depreciation for:
Buildings
Improvements other than buildings
Equipment and vehicles
Infrastructure, road network
Total accumulated depreciation

Total capital assets being depreciated, net

Governmental activities capital assets, net

2007

§ 206,831

3,676,168
9,730
5,304,773
A3.876.225

216

1,680,957
3,109
2,179,571
1283583
L. 147,.228

17,719,696

518,508,524

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND LEVY RATES

2000

§ 198517

. 4821819
- 3.020.336

3,576,367
9,750
5,187,832
10,117,300

1,629,191
2621
2,274,444
A LTE

34267017

Cherokee County’s elected and apponted officials and citizens considered many factors when setting the

fiscal year 2008 budget, tax rates, and the fees that will be charged for various county services.

State revenue cuthscks, health msurance mcreases, a generally flal economy, and a decreasing balance
in avalable funds have wnfuenced the Cherokee County Board of Supervisors” decisions concerning (ax rates

for the 2008 fiscal year budget.
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ECONOMIC FACTORS AND NEXT VEAR'S BUDGET AND LEVY RATES (Continued)

The fiscal year 2008 budget certified tax revenues, broken down by the major funds that Cherokee
County receives are as follows:

Fiscal Year 2008 Fiscal Year 2007 Fiscal Year 2606 Fiscal Year 2005
Dollars Certifled  Dollars Certified Dolars Certified  Dollars Certified

General Fund 51,816,618 $1.851.711 31,731,007 51,084 801
General Supplemental Fond 346,917 - - -
Mental Health Fund 449,603 458,288 346,201 336,964

Rural Basic Fund

..827.196

Total Taxes Assessed

Total Property Taxes Assessed
4 Year History :

3,000,000
2,500,000
2,000,000
1,500,000
1,000,000
500,000
' 0

$2,848.957
$3,183,707
$3.521,320

. 04105  05/06  0B/07 . 07/08

Levy Rates {based on §/81,000 taxable valuation} for Cherokee County have been:

Fiscal Year 2005 Fiscal Year 2007 Fiscal Year 2006 Fiscal Year 2003

Levy Rates Levy Rates Levy Rates Levy Rates
General Fund 350 3.50 3.50 3.20
General Supplemental Fund BHEERS - - .
Menial Health Fund BH623 BO6Z3 TG 72
Rurzl Basic Fund 3,25 3.25 325 2.24846

lowa Code inits the General Fund levy rate to $3.50 per 51,000 of taxable value. A majonity of lowa
Counties are ai that Hmit and also levy m the General Supplemental Fund which allows them to exceed the
$3.530 peneral baste levy for certain expenditures which melude employee benefits (e, health insurance, FICA,
and IPERS), county risk managoment expenditures, clection costs, and court ordered setttements. The Rural
Basic levy rate limit is $3.95 per $1,000 of taxable value. Fach year, more counties are reaching that limit and
are using the Rural Supplementat levy for expenditures as allowed in the general supplement fund.
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ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND LEVY RATES - (Continued)

Cherokee County’s Taxable Valuations reflect a slight increase for fiscal year 2008:

Fiscal Year 2008 Fiscal Year 2007 Fiscal Year 2006 Fiscal Year 2005

Valuations Valuations Valuations Valuations
Rural Taxable $379,840,825 $389.808,290 $357,515,424 $344.529,708
Urban Taxable 161.466.413 161.036.663 158.830.352 152,943 340
Total Taxable £541 207 238 F550,544 953

Cherokee County has been fortunate that there have been slight increases in property valuations in past
years that ailowed fund balances o carry the County’s mnereasing budgetary expenses. The fiscal vear 2008
hudget presented a new financial challenge, resulting in the need to implement a General Basic Supplemental
levy, Prior yeat practices of spending down fund balances are now at basic levels needed to conduct normal
business cash flows and cannot absorb additiona! expenditures of finure budgets.  Property valuations alse
decreased slightly for the 2008 fiscal vear due to several court cases regarding dispuied commercigl property
valuations. The combination of these two factors will continue 10 be a concem for the Board of Supervisors in
futire budgets. Looking forward o the fiscal year 2009 hudget year, Cherokee County will need to address
increasing wage related benefits with potential levy rate mereases i the Rural Basie levy and continuation of
the General Basic Supplemental levy to maintain a desired 25% ending fund balance. This ending fund balance
is needed to cover expenses incurred during the fivst quarter of the fiscal year, before any potential fax revenues
are received via property tax payments. Another area of growing crisis is the revenue limitations of the Mental
Health Fund., The maximum levy will not generate sufficient funds to cover expected expenditures withont
additional tunding from the state, perbaps through allowable growth payments. If additional state revenues are
not provided, Cherokee County will need to weigh the possibility of cutting services to clients, or at least
implementing a waiting list,

Cherokee County anticipates a gradual increase in valuations in the upcoming budgets, however, it will
present a difficult balancing of covering mandated services and expenditures while maimtaining a conservative

attitude with the tax levy rates,

CONTACTING CHEROREE COUNTY™S FINANCIAL MANAGEMENT

This firancial report 18 designed to provide Cherokee County’s citizens, taxpavers, cusiomers, and
credifors with a general overview of Cherokee County’s finances and to show the County’s accountability for
the money 1t receives. If you have questions about this report or need additional Linancial mformation, contact
the Cherckee County Auditor’s Office, 520 West Main, Cherokee, lowa.
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CHEROKEL COUNTY
STATEMENT OF NET ASSETS

JUNE 30, 2007

ASSETS

Cash und pooled mvestments

Receivables:
Property tax:
Delinguent
Succeeding vear
Interest and penalty on property tax
Accounis
Accrued mterest
Due from other governments
[nventores
Prepaid expenses
Capital assets (net of accumulated depreciation)
Total assets

LIABILITIES
Acoenants payable

5

Due to other governments
Deferred revenue:

Succeeding year property tax

Other
Long-term Habilities:

Portion dug or payable within ome vearn

Compensated absences
Total liabilities

IS
Invested m capital assets
Restricted for:
Mental health purposes
Rural service purposes
Secondary roads purposes
Other purposes
Unrestricted
Total net assets

See notes to financial siaternents.
14

Exhibit A

Crovernmental
Activities

1.662
3,900,606
2,960
508,358
39,308
147,008
371,185
180,454
18,509,524

3,900,606
§.132

196,708

18,508,524

270,306
293,073
3,638.062
287.547
1,784,422

£ 24,782 934




%{;’ftvi 11ES
c 30, 2007

Program Revenues

Charges for

Operating Grants,

Contributions,
and Resiricted

Interest
$ 13,276
382134
1,024,077
14,058
1584,714
7752

Expenses Service
Functions/Frograms
Governmental activities:

Publiv safety and legal services $1.331,792 8 2254032
Physical health and secial services 856,757 285,109
Mental health 1,239,133 21,339
County environment and education 464,801 25,181
Roads and transporiation 3459117 316,509
Governmental services (o residents 335,789 240,573

Adrunistration L5650 BR0ss
Total 59237895 % 1,2{}4,9%

S 2436005

Capital Grants,
Contributions,
and Restricted

interest
kY -
753,890
g ?3’2 &90

Exlubu B

{Hxpense)
Rm enye and
Changes in

5 (L09249D

(179.514)

General Reve
Property and other county tax levied for

TS

General purposes
P'-naiiy and Interest on property tax
x eredits
Tax increment financing
Grant

to gpoo
Unrestnsted investment carmings
Miscellaneous

s and contribulions not restricted

cifie purpose
Total general revenues
Change in net assets

Net assels beginning of year

et assets end of vear

See notes to financial statements.
15

34

4 32 73@
1.677.355

2105579

$ 24782934



Exhbit

Special Revenue

Menial Rural Secondary
General Health Servives Boads Nonmajor Towal
Cash and pooled mvestments SLA2L276 5 378748 5 232923 % 3252068 $269004 § 3354019
Recervables:
Aceounts KLt aN £3.950 36,145 333,513 10037 568358
Praperty 1ax:
Delinguent G983 205 363 - 107 1,662
Succeeding vear 2175169 443 692 1,164,210 - 163,535 3900, 600
Interest and penalty on property tax 2,960 - - - . 2.960
Accrued interest RPACHES - - - - 36,308
Due from vther governments 39,362 1,428 110 46,131 16,037 147,508
Prepaid expense 139,810 - 3,016
Inventories - - (185
Total s $3.863523 5 BES.021

Accoants payable

3 lpdde § 0 48469 § 47008 34u477 85 ZBERO§ 0 430,743
Due to other governments 11,139 117,518 - 3.243 - 131,902
Deferred revenue
Succeeding year pm;ﬁcny tax, 2,129,159 443693 1164210 - 163,335 3.900.600
{Other o ‘ﬁ( 1 - - 4‘1?7
Towl labilitics 609859 1164951 MS2 ] 66418 4467430
Fund balanges:
Reserved forn
Supplomental levy purposes 19 - - - - 19
Prepads 139,81 - - 25016 - 22482
inventories - - - 371,185 - 371,185
Unreserved, reported i
General fund - - - - 1,543,214
Special revenue funds 2781564 292,802 3285996 286302 4,143,238

D 7Eled 292802 3.742,19]
$ SREOZY S1457,753 § 4087913

Total fund balances

Total habihties and fund halances

Seo notes w financial siatements.
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CHEROKEE COUNTY

RECONCHIATION OF THE BALANCE SHEET - GOVERNMENTAL

EMENT OF NET ASSETS

FUNDS TOTHE STAT
JUN

Total governmental fund balances
Awmounts reported for governmental activities in the Statement of Net
Assets are different because:

Capital assets vsed in governmental activitics are not current financial
resoirees and, therefore, are not reported in the funds. The cost of assets 15
$27.656,744 and the accmmulated depreciation 15 $5,147.220.

Other long-term assets are not available to pay current pentod expenditures
and, therelore, are deferred in the funds.

The Internal Service Fund is used by management to charge the costs of
partial sell funding of the County’s health msurance benefit plan to

included in governmental activities m the Statement of Net Assets,

Compensated shsences payable are not due and payable
in the current period and, therefore, are not reported in the funds.

WNet assets of governmental activities

mee notes to financial staterments.
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$ 6,282,302

18,509 524

4,177

183,439

. (196.708)

F24 782,934




CHERQKEE COUNTY
STATEMENT OF REVENUES, EXPENDITURES. AND
CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS Exhibit B
YEAR ENDED JUINE 38, 20407
Special Revenue
Mental Rural Secendary
General Heslth Services Roads Nonmaior Total
Revenues:
Property and other County tax 31797760 § 444,192 51324601 % - $116,1563 $3.882,748
Interest and penalty on property tax 28,113 - - - - 28,115
Tax increment financing revemies - - - - T 147258 147.258
intergovemmental 715,892 1,033,924 60,694 2,995,977 95,034 4,901,323
i.icenses and permiis 17,630 - 1,030 43,507 - 62,677
Charges for service 268,467 6,500 833 1272 .50 278,784
Use of money and propesty 247,092 - - 4,506 1,977 233,578
Miscellaneons 34718 1,858 1678 15865 2150 56,269
Total revenues 3,100.704 1486474 1,588,880  3,081620 364272  9.610950
Fxpenditures:
Cperating:
Public safety and legal services LA30.036 - 285,727 . 22,709 1,334 472
Physical health and social services 798,450 - - - 74,032 872,351
Mental health - 1,239,044 - - - 1,239,044
{ounty environment and education 235,449 . 206,564 - 68,388 51401
Roads and transporiation - - 55567 3,047.020 - 3102927
Governmenial services to residents 317213 - - - 2,787 329,000
Administration 769,632 - - - 216,735 G84.3467
Cagital projecs = - - B3oEm - __B30g72
Total expenditures 1150829 1235044 544,198 3886892 384671 $,305634
Exeess {defictencv} of revenues over
expenditures o fATTI35Y 247430 1044682 (825.272y _ (20.39% 465318
Cther financing sources {uses}h:
Rale of capital assets 14 - - 8,732 - 8,746
Operating transfers in - - . 1,034,000 G246 1,034,625
Cperating fransfers out . (1034000 - {626y {1,034,626)
Total other financing sources {uses) B i4 - £1,034.000) 1042732 - §.746
Net change in fund balances G111y 247430 10.682 217,460 {20,399 414,062
Fund balances, beginning of year o h724.154 30,734 282,120 3324731 306701 5868340
Fund balances, end of year $ 1683043 F 278164 % 292802 §3.742 191 $ 285302 Sﬁ,ESZ?SGZ

See notes to lnancial statements,
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CHERORKEL COUNTY
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES. AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES Exhibit I
YEAR ENDED JUNE 36 2047

Net change in fund balances - Total govermmental funds 5 414,062

Aamounts reported for governmental activities m the Statement of
Activitivs are different because:

Governmental funds report capital outlays as expenditures whiie
governmental activities report depreciation expense to allocate those
expenditures over the life of the assets. Capital outlay expendiiures and
contributed capital assets exceeded depreciation expense i the current
vear as follows:

Expenditures for capital assets $1,435.714
Capital assets confributed by the lowa Departiment of Transportation 742.627
Depreciation expense 958 31N 1,240.022

In the Statement of Activities, the loss on the dispositron of capilal assets
is reported whereas the governmental funds report the proceeds from the
sale as arn merease m financial resources. {17,451y

Recause some revenues will not be collected for several months afier the
County’s vear end, they are not considered available revenues and are
deferred 1 the governmental funds as Tollows:

Property tax (LU
Other . . (769)

Some expenses reported 1n the Staternent of Activities do not require the
use of current financial resources and, therefore. are not reported as
expenditures 1a governmenlal funds, as follows:

Compensated absences (10,3635
The Internal Service Fund 15 used by management to charge the costs of
emplovee health benefits to individual funds. The change in net assets of

the Internal Service Fund 1s reported with governmenial activities, 52250

Change in net assets of governmental aclivities

See notes 1o financial statements.
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CHEROKEE COUNTY
STATEMENT OF NET ASSETS
PROPRIETARY FUND Exhibit G
JUNE 30, 2007

Imternal
Service-
Employee
Group
Health
ASSETS
Cash and cash equivalents §226,043
LIABILITIES
Deferred Revenue 43,304

NET ASSETS
Unrestricted

See notes 1o financial statements.
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Operating revenues:

CHEROKEE COUNTY
STATEMENT OF REVENUES, EXPENSES AND

CHANGES IN FUND NET ASSETS
PROPRIETARY FUND
YEAR ENDED JUNE 30, 2007

Reimbursements from operating funds
Retmbursements from employees

Operating expenses:
Insurance premiums
Administrative fees

Orperating income
MNon-operating revenues:
fnterest income
Net income

Net assels beginming of year

Net assets end of vear

See notes 1o financial statements,
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Exhibit H

Internai
Service-
Emplovee
Group

$ 476,670
127461 §604.131

549,106
7,602 556,708
47 423
833
532,256

$ 183,439




CHEROKEE COUNTY
STATEMENT OF CASH FLOWS

PROPRIETARY FUND
YEAR ENDER JUNE 20, 2007

Cash flows from operating activities:
Cash received from operating fund resmbursements
Cash received from employees and others
Cash payments to suppliers for services

Net cash provided by operating activities

Cash flows {rom mvesting activities:
Inferest on mvestments

Net increase in cash and cash equivalents
Cash and cash equivaicots at beginning of year
Cash and cash equivalents at end of year

Reconciliation of operating income fo net cash
provided by operating activities:
Operating income
Adjustments to reconcile operating moome to net
cash provided by operating activities:
Increase in deferred revenne

Net eash provided by eperating activities

See notes to finanoal statements.
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Internal
Service-
Employee
Group
Health

§ 517,084
8,400

_(556,708)
48,776

53,609

173,534




CHEROKEE COUNTY
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUNDS Exhibit J

ASSETS
Cash and pooled investments:
County treasurer
Other county officials
Receivables:
Property tax;
Detinquent
Succeeding vear
Accounts
Special assessments
Due from other governments

Totat assets

Accounts payable
Trusts payable
Due to other governments

Totat liabilities

Net Assets

See notes to fnancial statements.
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38,718

5.963
10,444,289
13,863

17,734
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11,355,258
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CHEROKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cherokee County is a political subdivision of the State of lowa and operates under the Home Rule
provisions of the Constitution of lowa. The County operates under the Board of Supervisors form of
governiment.  Fiections are on @ partisan basis.  Other elected officials operate independently with the
Board of Supervisors. These officials are the Auditor, Treasurer, Recorder. Sheriff, and Attorney. The
County provides numerous services to citizens, including law enforcement, health and social services,
parks and cultural setivities, plannng and zoning, teadway construction and maintenance, and general
adminstrative services.

The County’s financial statements are prepared in conformity with US. generally accepted accounting
prineiples as preseribed by the Governmental Accounting Standards Board.

A, BReporting Entnty

For financal reporting purposes, Cherokee County has included all funds, organizations, agencies,
boards, comumussions, and authorities. The County has also considered all potential component units
tor which it 15 financtally accountable, and other organizations for which the natwre and significance
of their relationship with the County are such that exclusion would cause the County's tinancial
gtaterments 1o be misleading or meomplete. The Governmental Accounting Standards Board has set
forth orileria to be constdered n determining financial accountability,  These coriteria include
appointing a voting majority of an organization’s governing body, and (1) the ability of the County to
impose its will on that organtzation or (2) the potential for the organization 1o provide specific benefits
to, or impose specific financial burdens on, the County. The County has no component imits that meet
the Governmental Accounting Standards Board criteria.

Jomtty Governed Organizations - The Counly participates m several oty govened organizations
that provide soods or services to the aitizenry of the County but do not meet the criteria of a joint
venture since there is no ongoing financial interest or responsibility by the participating governments,
The County Board of Supervisors are members of or appoint representatives 1o the following boards
and commissions: Cherokee County Assessors Conference Board, Cherokee County  E911 Service
Board, Plains Area Mental Health, Cherokee County Sohd Waste Commission, and the Northwest
lowa Multi-county Regional Juvenile Detention Center. Financial trunsacrions of these organizations
are incloded in the County’s financial statements only 1o the extent of the Coundys fiduciary
retationship, f any, with the organization and, as such, are reported in the Agency Funds of the
County.

B. Basis of Presentation

Government-wide Financial Stateiments - The Statement of Net Assets and the Statement of Activities
report information on all of the non-fiduciary sctivities of the County. For the most part, the effect of
inter-fund actrvity has been removed from these statements. Govermmental activities are supported by
property tax, miergovernmental revenues, and other non-exchange transactions.

The Statement of Net Assets presents the County's non-fiduciary assets and liabilities, with the
difference reported as net assets. Net assets are reported in three categories.

Invested in capital assels consists of capital assets net of accumulated depreciation.
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SUMMARY OF SIGNIFICANT ACCOUNTENG POLICT

CHEROKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2007

s - {Continued}

B.

Basis of Presentation - {Continued

Restricted net assets result when constraints placed on net asset use are either externally imposed
or imposed by law through constuutional provisions or enabling legisiation.

Unrestricted net assets consist of net assets that do not meet the definition of the two preceding
categortes. Unrestricted net assets often have constraints on rescources imposed by management,
which can be removed or modified.

The Statement of Activities demonstrates the degree to which the direet expenses of a given function
are offset by program revenues. Direct expenses are those clearly wentifiable with a speeific function.
Program revesnraes include (1) charges to customers or applicants who purchase, use, or direetly benefii
from goods, services, or privileges provided by a given function and (2} grants, contributions, and
interest restricted to meeting the operational or capital requivements of a particular function. Property
tax and other ttems not properly included amoeng program revenues are reported instead as general
TEVETIEs.

Fund Financial Staternents - Separate financial statements are provided for govermmental funds,
proprietary funds, and fiduciary funds, even though the latter are excluded from the government-wide
finaneial slatements. Major mdividual governmental funds are reporied as separate columms in the
fund financial statements. Al remaming governmental funds are agpregated and reported as nonmajor
povernmental funds.

The County reports the following major governmental funds:
m ’ .

The General Fund is the general operating fund of the County. All general 1ax revenues and other
revenues not allocated by law or contractual agreement 1o some other fund are accounted for in
this fund. Irom the fund are paid the general aperating expenditures, the fixed charges, and the
capital improvement costs that are ot paid from other funds,

Special Revenue:
The Mental Health Fund is used to account for property tax and other revenues designated to be
used to fund mental health, mental retardation, and developmental disabilities services.

The Rural Services Fund is used to account for property tax and other revenues fo provide
services which are primartly mtended to henefit those persens sesiding in the county outside of
meorporated city arcas.

The Secondary Roads Fund s used to account for secondary road construction and
maintenance,

Additionally, the County reperts the following funds:
Proprietary Fund - An Internal Service Fund s utihized to account for the financing of goods or

services purchased by one department of the County and provided to other departments or
agencies on a cost reimbuorgement hagig,
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CHEROKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - {Continued)

B. Basis of Presentation - (Continued)

Fiduciary Funds - Agency Funds are used to account for assets held by the County as an agent for
individuals, private organizations, certain jointly govemed organizations, other governmental
units, and/or other funds.

Measurement Foons and Basis of Accounting

The government-wide, proprietary fund, and fiduciary fund financial statements are reported using the
economic resources measurement focus and the acerual basis of accounting. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. Property tax is recognized as revenue in the year for which it is levied. Granis and somlar
items are recogmzed as revenue as soon as all eligibility requirements imposed by the provider have
been satistied.

Governmertta! funed financial statements are reported using the current financial resources measurement
focus and the modified acceroal bagis of accounting. Revenues are recogmzed as soon as they are both
measurable and available, Revenues are considered to be avaiiable when they are collectible within the
current period or soon encugh thereafler to pay liabilities of the current period. For this purpose, the
County considers revenues to be available if they are collected within 68 days after year end. A one-
year availability pertod is used for revenue recognition for all other governmental fund revenues,

Property tax, intergovernmental revenues {shared revenues, grants and reimbursements from other
governments), and interest are considered to be suscephible to accrual.  All other revenue items are
considered to be measurable and available only when cash is received by the County.

Fxpenditures generally are recorded when a lhability 15 speurred, as under accrual accountug.
However, principal and interest on long-term debt, claims and judgments, and compensated absences
are recorded as expenditures only when payment is due. Capital asset scquisitions are reported as
expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under capital
leases are reported as other financing sources.

Under the terms of grant agreements, the County funds certain programs by a combmation of speaific
costrermbursement grants, categorical block grants, and general revenumes.  Thus, when program
expenses are incurred, there are both restricted and unrestricted net assets available to finance the
program. It is the Connty’s policy to first apply cost-rexmbursements grant resources 1o such programs,
followed by categorical block grants, and then by general revenues,

The proprietary fund of the County apphlies all applicable GASB pronouncements, as well as the
following pronouncements issued on or before November 30, 1989, unless these pronouncements
canflict with or conmradict GASE pronouncements: Financial Accounting Standards Board Statements
and Imterpretations, Accounting Principles Board Opinions, and Accounting Research Bulleting of the
Commtitee on Accounting Procedure.

Proprietary funds distinguish operating revenues and expenses from non-operating items.  Operating
revenes and expenses generally result from providing services and producing and dehivering goods in
connection with a proprietary fund’s principal ongomg operations. The principal operating revenues of’
the County’s Internal Service Fund are charges to customers for sales and services. Operating expenses
for internal service funds mnclude the cost of services and admmustrative expenses.  All revenues and
expenses not meeting this definition are reported 2s non-operating revenues and expenses,
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CHEROKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUINE 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

C.

D.

Measurement Focus and Basis of Accounting - (Contmued)

The County mamtaing its financial records on the cash basis, The financial stetements of the County
are prepared by making memorandum adjusting entries {o the cash bagis financial records.

Assets, Diabilities, and Fund BEquity

The following aceounting policies are followsed in preparing the financial statements.

Cash, Pooled Investments, and Cash Fguivalents - The cash balances of most County funds are pooled
and invested. Interest carned on mvestments s recorded in the General Fund, unless otherwise
provided by faw. Investments are stated at fair value except for non-negotiable certificates of deposit,
which are stated at cost.

For purposes of the staterment of cash flows, all short-term cash investments that are highly liqud are
considered to be cash equivalents. Cash equivalents are readily convertible 1o known amounts of cash
and, at the day of purchase, they have a maturity date no longer than three months,

Property Tax Receivable - Property tax in governmental funds is accounted for using the modified
accrual basis of accounting.

Property tax receivable is recogmzed 1 these fands on the levy or Hen date, which is the date the tax
asking is certified by the County Board of Supervisors. Delinguent property taxes receivable represents
unpaid taxes for the current and prior vears. The succeeding year property tax receivable represents
taxes certified by the Board of Supervisors to be collected in the next fiscal year for the purposes set out
i the budget for the next fiscal year. By statute, the Board of Supervisors is required to certify its
budget in March of each year for the subsequent fiscal yvear. However, by statute, the tax asking and
budget certification for the following fiscal vear become effective on the first day of that year.
Although the succeeding year property tax receivable has been recorded, the related revenue is deferved
in both the government-wide and fund financial statements and will not be recognized as revenue until
the vear for which it is levied.

Property tax revenues recognized m these funds become due and collectible in September and March of
the fiscal year with a 122% per month penalty for delinguent payments; is based on January 1, 2005,
assessed property valuations; is for the tax accrual period July 1, 2006, through June 30, 2007; and
reflects the tax asking contained in the budget certified by the County Board of Supervisors in March
2(06.

Literest and Penalty on Property Tax Receivable - Interest and penalty on property lax receivable
represents the amount of interest and penalty that was due and payable but has not been collected.

Due from Crther Governrgents - Due from other govemments represents amounts due from the State of
Iowa, various shared revenues, grants, and reimbursements from other governments.

Inventones in the
Special Revenue Funds consist of expendable supplies held for consumption.  Inventories of
governmental funds are recorded as expenditures when consumed rather than when purchased.
Reported inventories in the governmental fund financial statements are equally offset by a fund balance
reserve which indicates that they are not available to liquidate current obligations,
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CHEROKEE COUNTY
NOTES 10 FINANCIAL STATEMENTS
JUNE 30,2007

MMARY OF SIGNIEC

ANT ACCOUNTING POLICIES - (Continued)

Assets, Linbihties, and Fund Equity - (Continued)

ts - Capital assets, which include property. equipment and velscles, and infrastracture
sets (e.g. roads, bridges, curbs, gufters, sidewalks, and similar items which are immovable and of
value only to the government). ate reported in the governmental activities column in the government-
wide Staternent of Net Assets. Capital assets are recorded at histoneal cost or estimated hmmnml cost
if purchased or constructed. Donated capital assets are recorded at estimated farr market value at the
date of donation. The costs of normal maintenance and repair that do not add to the value of the asset
or materially extend asset lives are not capitalized. Reportable capital assets are defined by the County
as assets with mitial, individual costs in excess of the following thresholds, and estimated useful hives
m excess of two vears,

Asset Class Amount
Infrastructure 365,000
Buildings 25,600
Eguipment 10,0600

Cupital assets of the County are depreciated using the straight Iine method over the following estimated
usctul fives:

Estimated
Ulsetul Lives
Asset Class {In Years)
Buildings P5-100
Infrastructure 12-65
Fquipment and velicles 5-25

Die 1o Other Governments - Due to other governments represents taxes and other revenues collected by
the County and payments for services which will be renutted to other govermments,

Trusts Payable - Trusts payable represents amounts due to others which are held by various County
officials i fiduciary capacities until the underlying legal matiers are resolved.

Deferved Revenue - Although certain revenues are measurable, they are not avatlable. Avalable means
coHected within the current period or expected to be eollected soon enough thereafter to be used to pay
habilities of the current period.  Deferred revenue in the gﬁovar‘mm‘ma! fund finanmal statements
represents the amount of assets that have been recognized, but the related revenue has not been
recognized since the agsets are not collected within the current pertod or expected to be collected soon
enough thereafter to be used to pay Habshties of the current period. Deferred revenue consists of the
suceseding vear property tax receivable as well as delinguent property tax receivable not collected
within sixty days after year end.

Deferred vevenue in the Statement of Net Assefs consists of succeeding year property tax recervablo
that will not be recognized as revenue until the vear for which it is levied.
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CHEROKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 39,2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

1. Assets, Liabilities, and Fund Bauity - (Continued)

Compensated Absences - County emplovees accumulate a Hmited amount of earned but anused
vacation and compensatory hours for subsequent use or for payment upon fernunation, death, or
retirement. A liability is recorded when incurred m the government-wide, proprietary fund, and
fiduciary fund financial statements. A labitity for these amounts is reported in governmenial fund
financial statements only for employees that have resigned or retived. The compensated absences
hability has been compuied based on rates of pay wm effect at June 30, 2007, The compensated
absences Yability attributable to the governmental activities will be paid primarily by the Ceneral,
Mental Health, and Secondary Roads Funds.

for amounts that are not avaifable for appropriation or are legally restricted by outside parties for use
for a specific purpose.  Designations of fund balance represent tentative management plans that are
subject o change,

Net Assets - The net assets of the Employee Group Health Fund 13 designated for anticipated future
catastrophic losses of the County.

E. Budeets and Budgetary Accounting

The budgetary comparison and refated disclosures  are reported as Required  Supplementary
Information. During the year ended June 30, 2007, disbursements did not exceed the amounts budgeted
moany functions,

CASH AND POOLED INVESTMENTS

The County's deposits 1 banks at June 30, 2007, were entirely covered by Federal depository insurance or
by the State Sinking Fund in accordance with Chapter 12 of the Code of fowa. This chapter provides for
additional assessments agamst the depostiones to ensure there will be no loss of public funds,

The County 13 authorized by statute to mvest public funds m obligations of the United States government,
1ts agencies and instrumentalities; certificates of deposit or other evidences of deposit at federally insured
deposttory institutions approved by the Board of Sapervisors; prime eligible bankers acceptances; certain
high rated commercial paper; perfected repurchase agreements; certain registered open-end management
ivestment companies; certain joint investment {rugis; and warvants or tmprovement certificates of a
dramage disirics.

The County had ne investients meeting the disclosure requirements of Government Auditing Standards
Board Staternent Number 3.

The County’s mvestment policy linuts the mvestraent of operating funds (funds expected to be expended in
the current budget vear or within 15 months of receipt) to mstruments that mature within 397 days. Funds
not identified as operating funds may be mvested i mvestments with maturities longer than 397 days. but
the maturities shall be consistent with the needs and wse of the County.
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CHEROKER COUNTY
NOTES TO FINANCIAL STATEMENES
JUNE 30, 2007

3 INTERFUND TRANSFERS

The detail of inter-fund transfers for the year ended June 30, 2007, is as tollows:

Transfer to Fransfer from Amount
Special Revenue: Special Revenue:
Secondary Roads Rural Services 51,034,006
Special Revenue: Special Revenue:
Records Management Electronic Transaction Fee D26

Transters generally move resources from the fund statutorily required 1o collect the resowrces to the fund
statutonily required to expend the resources.

4. CAPITAL ASSETS

Capital assets activity for the vear ended June 30, 2007, was as follows:

Balance Balance
Beginning End
of Year Increases Drecreases of Year
CGiovernmental activities:
Capital assets not being depreciated:
Land $ 1983517 & 68314 8% - 266,831
Construction in progress 2,821,819 - (2,298,823 522,997
Total capital assets not being deprecrated 3.026.336 68314 (2298822 TRO R2R
Capital assets being depreciated:
Buildings 3,576,367 99,801 . 3,676,168
Improvements other than buildings 9,750 - - 9,750
Equipment and vehicles 5,187,832 680,203 (5632623 5304773
Infrastructure, road network 10,117,300 37584925 - 13,876,225
Total capital assets being depreciated 18,891,249 4538929 (563,2062) 22866916
Less accumulated depreciation for:
Buildings 1,629,191 51,766 - 1,680,957
Improvemernts other than buildings 2,621 48% - 3,100
Equipment and vehicles 2,274 444 320458 (415331 2,178,571
Infrastructure, road network 717,976 565,607 - L.283.5K3
Total accumalated depreciation 4 6242372 938 319 {415,331 5,147 220
Total capital assets being depreciated, net 14267017 3600610 _ (147931 17.719.696
Governmental activities capital assets, net  $17.287.353  33.668,924 $(2.446,753) 318.309,524
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CHEROKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

4. CAPITAL ASSETS - (Continued)

Depreciation expense was charged to the following functions:

Crovernmental activities:

Public safety and legal services 5 38997
FPhys:cal health and social services 3,003
Mental health 3274
County environment and education 14,292
Roads and transportation 815,246
Governmental services to residents 9,706
Administration 53,801

Total depreciation expense - governmestal activities

5. DUE TO OTHER GOVERNMENTS

The County purchases services from other governmental units and also acts as a fee and tax collection
agent for varions governmerdal unils. The Agency Fund collections also inelude aceruals of property ax
for the succeeding year. The tax collections are remufied to those governments in the month following
collection, A summuary of amounts due to other governments is as follows:

Fund BDescription Amount
Creneral Services S 11,139

special Revenue:
Mental Mealth Services 117,518
Secondary Roads LA.245

120,763
Total for governmental funds $ 131,902
Agency:

County Assessor Colections S 408,765
Schools 6,580,125
Community Colleges 370,857
Corporations 2,821,483
Townships 383,971
Auto License and Use Tax 230,442
Agricultural Exrension 155,572
All other o Aa3 T3

Total for agency funds 353,258

6. CHANGES IN LONG-TERM LIABILITIES

A sumary of changes in Tong-term labilittes for the year ended June 30, 2007, is as follows:

Compensated Absences:

Balance, beginning of year $186,343
Increases 10,365
Balance, end of year $196.708
Due within one year $196,708



CHEROQEEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

PENSION AND RETIREMENT BENEFITS

The County contributes to the Towa Public Employees Retirement System (IPERS), which 1s a cost-sharing
multipie-employer defined benefit pension plan administered by the State of fowa. IPERS provides
retirement and death benefits which are established by State statute to plan members and beneficiaries.
IPERS issues a publicly available financial report that includes financial statements and required
supptementary information. The report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines,
A, 50306-9117.

Muost regular plan members are required to contribute 3.70% of thetr armual covered salary and the County
is required to contribute 5.75% of annual covered payroll. Certam employees in special risk occupations
and the County contribute an actuarially determuned contrtbuiion rate.  Contribution requitements are
established by State statute. The County’s contribution to IPERS for the vears ended June 30, 2007, 2006,
and 2003, were $188.971, $189,956, and 3185,026, respectively, equal to the required contributions for
each year.

RISK MANAGEMENT

Cherokee County 3s 2 member in the fowa Communities Assurance Pool, ag allowed by Chapter 331.301 of
the Code of Jowa, The fowa Communities Assurance Pool (Poel} is a local government risk-sharing poaol
whose 556 members mclude various governmental entities throughout the State of Towa, The Pool was
formed in August 1986 for the purpose of managmg and funding third-party liability claims against fis
members.  The Pool provides coverage and protection m the foltowmyg categories: general Hability,
automobile liabitity, automobile physical damage, public official liability, police professional Hability,
property, infand maripe, and botler/machinery. There have been no reductions 1n insurance coverage from
prior years.

Fach member's annual casualty contributions to the Pool fund current operations and provide capiial.
Agnnual operating contributions are those amounts necessary to fund, on a cash basis, the Pool's general and
administrative expenses, claims, claim expenses, and reinsurance expenses due and payable in the current
year, plus all or any portion of any deficiency in capital. Capital contributions are made during the first six
years of membership and are maintained to equal 300 percent of the total current members' basis rates or 1o
comply with the requirements of any applicable regulatory authority having jurisdiction over the Pool.

The Pool also provides property coverage. Members who elect such coverage make anmual operating
coniributions which are necessary to fund, on a cash basis, the Fool's zeneral and administrative expenses
and retnsurance premiums, all of which are due and payable in the current vear, plus all or any portion of
any defictency in capital.  Any wvear-end operating surplus is transferred to capital.  Deficiencies in
operations are offset by transfers from capital and, it insufficient, by the subsequent vear's member
contributions.

The County's property and casualty contributions to the risk pool are recorded as expenditures from its
operating Nuxds at the time of payment to the visk pool. The County's annual contributions o the Pool for
the year ended June 30, 2007, were $105,440,

The Pool uses reinsurance and excess risk-sharing agreements to reduce its exposure to large losses. The
Poo! retaing general, automobile, police professional, and public officials’ labihity risks up to $350,000 per
clatm.  Claims exceeding $350,000 are reinsured in an amount not to exceed $2.650,000 per claim and
$5,000,000 1 the aggregate per vear,  For members regquinng specific coverage fom $2,000,000 to
$10,000.000, such excess coverage 1% also reinsured. Property and automobile phvsical damage risks are
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CHEROREE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

RISK MANAGEMENT - (Continued)

retained by the Pool up to $100,000 each occurrence, cach location, with excess coverage reinsured on an
individual member basis.

The Pool's ntergovernmental contract with its members provides that in the event & casualty claim or series
of claims exceeds the amount of risk-sharing protection provided by the member's risk-sharing certificate,
or in the event that a series of casualty claims exhausts total members' equity plus any remnsurance and any
excess risk-sharing recoveries, then payment of such claims shall be the obligation of the respective
individual member. The County does not report a hakility Tor Tosses in excess of remsurance or exeess
rigk-sharing recoveries unless 1t is deemed probable that such Insses have cccurred and the amount of such
loss can be reasonably estimated.  Accordingly, at June 30, 2007, no liability has been recorded in the
County’s financial statements.  As of June 30, 2007, settled claims have not exceeded the risk pool or
reinsurance coverage since the pool’s meeption.

Members agree to continue membership in the Pool for a period of not less than one Tull year, Affer such
period, a member who has given 60 days prior written notice may withdraw from the Pool. Upon
withdrawal, payments for all claims and claim expenses become the sole responsibility of the withdrawing
member, regardless of whether a claim was incurred or reported prior to the member's withdrawal.
Members withdrawing within the first six vears of membership may receive a pariial refund of their capital
contributions. I a member withdraws after the sixth year, the member is refunded 100 percent of s capital
contributions.  However, the refund iz reduced by an amount equal 1o the armual operating contnibution
which the withdrawing member would have made for the one-year perwod following withdrawal.

The County alse carries commmercial insurance purchased from other insurers for coverage associated with
workers compensation and employee blanket bond m the amount of $5,000,000 and $20,000, respectively.
The County Treasurer and County Sheriff have excess coverage of 550,000 and $30,000, respectively. The
Clounty assumes hability for any deductibles and claims in excess of coverage hnntations, Settled ¢lamms
resulting from these risks have not exceeded commercial insurance coverage o any of the past three fiscal
YEArs.

EMPLOYEE HEALTH INSURANCE PLAN

Cherokee County entered into an administrative services agreement with Fmployee Benelit Systems to
admimster the employee partial self-funded health plan. Monthly payments of service fees and plan
corimbutions are recorded as expenditures in the operating funds at the time of payment to the Internal
Service, Hruplovee Partial Self-Funded Health Plan Fund maintained by the County Treasurer. Under the
agreement, deductible and comsurance expenses are processed by Emplovee Benefit Systems with
payments from the Internal Service, Employee Partial Self-Funded Health Plan Fund. The emplover
sponsors @ group msurance policy which provides comprehensive hospital and medical coverage for
eligible employees and, if elected, their spouses and dependents. Under the partial self-funded plan, the
Plan will reimburse an eligible employee for a portion of the deductible and coinsurance expenses under
the contract.

INTERGOVERNMENTAL AGREEMENT

The County participates 1n an agreement with Cherokee County Solid Waste Commission, a political
subdiviston created under Chapter 28E of the Code of Towa. The purpose of the Commission mchudes
providing economic disposal of solid waste produced or generated within the member county and
municipalitics. Payments to that comnussion totaled $105,975 during the vear ended June 30, 2007,
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INTERGOVERNMENTAL AGREEMENT - (Continued)

State and federal laws and regulations require the Commission to place a hmal cover on its landfill site
when it stops accepting waste and to perform certain maintenance and monitoring functions at the site for
thirty years afier closure. The total costs to the Commission have been estimated at $1,155.190 as of
June 30, 2006, and the portion of the Hability that has been recognized is $1,044,784. The Comnussion has
begun to accumulate resources to fund these costs, and at June 3. 20006, deposits of $235,565 are vestricted
for these purposes. The closure care account is fully funded at June 30, 2006, however. the local
government guaranty was used in prior years for the Comnussion to demonstrate financtal assurance for
post-closure care costs. The Commission obtaimed the local government guaranty from Cherokee County
on Junie 10, 1997, No estimate has been made as to the effect of possible future assessments to the County.

DEVELOPMENT AND REBATE AGREDMENT

The County has entered into development agreements 1o assist s urban renewal projects. The County
agreed to rebate neremental taxes paid by the developer 1 exchange for mirastructure improvements
constructed by the developer as set forth in the wban renewal plan.  Under the first agreement, the
incremental taxes fo be received by the County under Chapter 403.19 of the Code of lowa from the
developer will be rebated for a period of ten years beginning with the tax vesr in wihich the property taxes
on the completed value of the tmprovements are Hirst paid. The total amount that will be rebated over the
ten year period under the development and rebate agreement canpot be determined. The amount to be
rebated each year will be 63% of the property taxes caleulated on & minimum value of $4.000,000. During
the year ended Fune 30, 2007, the County rebated 581,115 of meremental taxes (o the developer. No bonds
or notes were issued for this construction project.

Under the second agreement, the incremental taxes o be received by the County under Chapter 203,19 of
the Code of lowa from the developer will be rebated tor 2 period of ten years beginning with the tax vear in
which the property taxes on the completed value of the improvements are first paid. The total amount that
will be rebated over the ten year period under the development and rebate agrevment cannot be determined.
The ameuns 1o be rebated each year will be 63% of the property taxes caleulated. Durmg the vear ended
June 390, 2007, the County rebated $10,884 of incremental taxes to the developer. No bonds or notes were
issued for this construction project.

Under the third agreement, the incremental taxes to be received by the County under Chapter 403.19 of the
Code of Towa from the developer will be rebated for a pertod of ten years beginning with the tax year in
which the property taxes on the completed value of the mmprovements are first paid. The total amount that
will be rebated over the thirteen year period under the development and rebate agreement cannot be
determined. The amount to be rebated each year will be 05% of the property taxes calculated. Durmg the
year ended June 30, 2007, the County rebated $55,152 of incremental taxes to the developer. No bonds or
notes were Issued for this construction proect,
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12, COMMITMENTS

The County has entered into the {ollowing contracts which were not completed as of June 30, 2007

Closts Rermaining
Total frewrred  Commitment
Contract As of As of
Project Amount 63307 0-30-G7
Steepy Hollow bridge $217 588 $ - S217.386
Carnes bridge 195,600 188,688 6,912
$413 188 B1EE 68Y 3224300

The balance remaining at June 30, 2007, will be paid as work on the projects progresses.

13, JUVENILE DETENTION CENTER

The County participates in Northwest Towa Multi-county Regional Juvemle Detention Center, a jomntly
governed organization formed purseant to the provisions of Chapter 28E of the Code of Towa. The purpose
of the Center 1s to estabhsh and maintain a juvenile detention facility and refated services. The Center does
not determine capital atlocations of the equity interest for individual participating jurisdictions. The Center
issues separate financial staterments on the acerual basis and the transactions of the Center are not included
in the financial statements of the County. The Center's activity for the fiseal yvear ending Jfune 30, 2007,
which 1s the latest information available, is swrmarized as follows:

Net assets, beginning of year 424,375
Revenues 968,195

LBA3.063

Fxpenses
Net assets, end of vear

The financial statements of the Center are available at the Center's administrative office in Cherokee, lowa,

14, RELATED PARTY TRANSACTIONS

The County had business transactions between the County and County officials or emplovees totaling
$10,547 during the year ended Tune 30, 2007,

The preparation of financial statewents in conformity with generally accepted accounting principles
requires management to make estimates and asswmptions that affect the amounts reported 10 the Bnancal
statenents and accompanying notes. Actual results may differ from those estimates.

el
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CHERORKEE COUNTY
NOTES TO FINANCIAL STATEMENTS

OPERATING LEASE

leases a copy maching, and the Recorder's office leases a copy machine. Rental expense incwrred for these
Jeases was $6,762 for the year ended June 30, 2007. Minimum amounts payable under these operating
Jeases are as follows:

Year ending County Total Minimum
June 30, Auditor Attomey Recorder Lease Payments
2008 £3.450 51,912
2000 728 A78
53

ACCOUNTING RESFATEMENTS

Begimning fund balances for governmental funds have been restated to reflect a correction in beginning
fund balances for General {fund, Mental Health fund, and Secondary Road fund.,  Flus restatement is
surnimarized below:

Beginning fund balance, June 30, 2006, as previousty reported $ 5,830,021
Correction 318419

Restated beginning fund balance. lune 30, 2006

Beginmng fund balance for the internal service fund has been restated to reflect a correction in the
beginning fund balance. This restalement is surmmatized below:

Beginning fund balance. June 3¢, 20006, as previousty reported
Correction
Restated hegirning fund balance, June 30, 2006

Beginning net assets for governmental activities has been restated to reflect & correction of an ervor
capital assets and the above corrections. This restatement is summarized below:

Net assets, June 30, 20006, as previously reporied
Correction
Restated net assets, June 30, 2006

SUBSEOQUENT EVENTS

The Public Health department was eliminated effective July [, 2007,

On August 14, 2007, the County entered into a toan agreement with the Cherokee County Sanitary Landfith
and Recyeling Center. The loan procecds of $2.920.000 are 10 be used to pay costs of congtructing facihtics
usefud tor the collection, treatment, and disposal of solid and indusivial wasie, together with related worlk.
The loan and related interest are payable solely by the borrower, and the loan principal and interest do not
constitute Habilities of the County,
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CHEROKEE COUNTY
BUDGETARY COMPARISON
SCHEDULE OF RECEIPTS, DISBURSEMENTS, AND
CHANGES IN BALANCES - BUDGET
AND ACTUAL (CASH BASIS) - ALL GOVERNMENTAL FLINDS
REQUIRED SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 2007

Final to

Budgeted Amounis Actual
Actual Original Final Variance
Receipts:
Property and other County tax $3.871,607 $3,880442 §$3.880442 3 (8,835
Interest and penalty on property tax 28,073 £,600 §,600 19,473
Tax increment financing revenues 147,151 151,625 151,625 (4.474)
Intergovernmenial 5,304 989 4,777,408 4,975,376 4194613
Licenses and permits 672,064 31,449 31,449 30,615
Charges for service 289,764 269,030 264,030 - 25,734
Use of money and property 248,023 134,084 134,084 113,939
Miscellaneous 63,779 50,733 58,355 5,424
Total receipls 10,105,450 9,3(13,393 9,503,961 601,489
Disbursements:
Public safety and legal services 1,338,027 1614319 1,710,819 372,792
Physical health and social services 868,936 801,485 1,043,278 174.342
Mental health 1,240,455 1,249,754 1,249,754 9,299
County environment and education 507,726 468,305 S85.305 77,579
Roads and fransportation 288773V 3.326,122 3,326,122 438,391
Governmental services to residents 318,872 337.893 337,893 19,021
Administration 973,254 1,034,337 1,114,337 141,083
Capital projects 853,798 1,984 000 t,984 GO0 1,128,202
Total dishursements 8,990,799 10,816,215 11,351,508 2,360,709
Excess (deficiency) of receipts over disbursements 14,650 (1,512,822 (1,847,547 2,962,198
Orther financing sowrces, net 8,746 500 500 8,246
Excess (deficiency) of receipts and other financing
sources over disbursements and other financing uses 1,123,397 (1,512,322)  (1,847,047) 2,970,444

Balance beginning of vear 4,430,622 3,675,030 4,430,622 -

Balance end of year $5,554.019 32,162,708 $2,583.575 §2.970.444

See accompanying independent auditor's report.
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BUDGETARY COMPARISON SCHEDULE-BUDGET

CHEROKEL COUNTY

Revenues

Bxpenditures

Net

Other financing sources, net
Reginning fund balances

Ending fund balances

TO GAAP RECONCILIATION

REQUIRED SUPPLEMENTARY INFORMATION

YEAR ENDED JUNE 30, 2007

CGovernmental Funds

Modified

Clash Accrual Accrual

Basis Adjustments Bawuis
FI0,105,450 % (4945000 $9,610,950
8,990 799 214,835 97205634
1.114.651 (709,335 405 316
8,746 - 8,746
4,430,622 1,437 818 5 Ro8.440

§ 5554010

£ 728 483

36,282,502

See accompanymg independent auditor's report.
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CHEROKEE COUNTY
NOTES TO REQUIRED SUPPLEMENTARY
INFORMATION - BUDGETARY REPORTING
JUNE 30, 2007

The budgetary comparison is presented as Required Supplementary Information in accordance with
Governmenial Accounting Standards Board Statement No. 41 for governments with signif

ieant budeetary
perspective differences resulting from not being able to present budgetary comparisons for the General Fund
and each major Special Revenue Fund.

In accordance with the Code of Towa, the County Board of Supervisors annually adopis a budget on the cash
hasis following required public notice and hearing for all funds except Agency Funds, and appropnates the
amount deemed necessary for each of the different County offices and departments. The budget may be
amended during the vear ulilizing similar statuiordy prescribed procedures.  Dncumbrances are not
recognized on the cash basis budget and appropriations lapse at year end.

Formal and legal budgetary control is based upon ten major classes of expenditures known as Tunciions, not
by fund. These ten functions are: public safety and legal services, physical health and socal services,
menlal health, county environment and education, roads and transportation, governmental services (o
residents, administration, non-program, debt service, and capiial proicets, Function disburserments required
to be budgeted include dishursements for the General Fund and the Special Revenue Funds, Although the
budget document presents function disbursements by fund. the legal level of control 1s at the aggregated
function level, not by fund. Legal budgetary control is also based upon the appropriation to each otfice or
department. During the year. two budget amendments increased budgeted disbursements by $535.293. The
budget amendments are reflected in the final budgeted amounts.

In addition, annual budgets are similarly adopted in accordance with the Code of Towa by the appropriate
governing body as indicated:  for the County Dxtension Office by the County Agricultural Extension
Council; for the County Assessor by the County Conference Board; for the E911 System by the E9]
Service Board; and for Dhsaster Services by the Cherokee County Emergency Management Conrmission.
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CHLROKEE COUNTY

Special Revenue

Resource County Hotel and Uirban
Dohancement  Recorders Forfeited  Flood Renewal Conservation  Drug
apd Records County Property Relief Tax Conservation fand Court
Brotestion Managenmient  Betterment  Fund Crants  Ingrement  Eduvcation Acquisition  Grant
ASSELS
Cash and pooled investments % 78,393 % 7038 0% 132,778 $i1267 0§ i3 08 - % 2,726 3 44§ 38,723
Receivables:
Accountis . - - 10,037 . - . - - -
Property tax:
relinquent - - - - - 107 - - B
Suceceeding year - - - - - 163,535 - - -
Due from other governments e 37 - e - L e
Total assets 5 7839% % 7038 03 152832 S 11,267 3% 33 %163642 ;ﬁﬁm 2726 % 44§ 36705
LIABILITIES AND FUND BALANCES
Liabilities:
Accounis payvable 3 48 B a5 - $ - R - b 130 % . 5 1301
Deferred revenue: )
Succeeding year property tax - e - - 163.335 - - .
Total Habtlities 4 L e - 163,533 REL - £901
Fund balances:
Unreserved 673 15282 11267 33 107 443
Total fund balances ] 6,734 152,852 11,267 33 07 96 44 34824
Total liabilities and fund balances $ 78393 % 7038 3 152852 $11.267 % 33 $163642 % 3726 % 44 §36.725

See accompanying independent auditor's report.
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CHEROKEL COUNTY
COMBINING SCHEDULE OF REVENUES, EXPENDITURES,

NONMAJOR GOVERNMENTAL FUNDS
YEAR ENDED JUNE 306, 2007

Special Revenue

Resource County Recorder's Hoteland  Urhan
Enhancement  Regorder's Elecironic Forfeited  Flood  Renewsl Consery
and Records Transaction  County  Property  Relief Tax Conservation Lan
Protegtion Managsiment Fee Betterment  Tund Grants  lpcrement  Education Acguis
Revenues:
Property and other County tax k) - % - % . L oHg163 8 - % - 5 . $ - 3
Tax increment financing revenues - - - - - . 147,258 -
Intergovernmental : 12,43 - - - - 469 - -
Charges for service - HRAL - - - - - -
Use of money and properey 1417 ) & - - - - -
Miscellancous - - - - 892 - - 1,158
Total revenues 13,848 1.78¢ 6 116,163 992 469 147,258 1,158
Expenditures;
OGperating: .
Public safety and legal services - - - - 1.154 - - -
Phivsical health and social services - - “ ~ - - - -
County environment and education 2490 - . 18,000 - - 1,635 1,248 38
Governmental services to residents - 2,787 - - - - -
Administration - - - WA - 469 143,496 - _
Total expenditures 8490 2787 . 88770 1,154 469 147,151 1.248 38
Excess (deficiency? of revenues over
expenditares 5,358 {1,060 A 27393 (162} - 167 {80} {38
Other financing sources (uses)
Operating transfers in - 626 - - - - - -
Operating wransfers out - “ I L) « -
Fet change in fund balances 5,358 {375} (620) 27,393 {162} - 107 {90 £3%
Fund balances beginning of year 72487 7,109 620G 125,439 11429 33 - 2.686 38
Fund balances end of year b 77845 ¥ 8734 - $ 152852 §11.267 % 33 0% 1087 8 2596 §

See accompanying independent auditor's report,
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ASSETS
{Cash and pooled investments:
County treasurer
Other County officials
Recervables:
Property iax:
Delinguent
Succeeding vear
Accounis
Special assessments
Due from other governments

Total gssets

LIABILITIES
Accounts pa}ao?t
Trusts payable
Pue to other governments

Total Habihities

COMBINING stiI SDUL i 9

AND LIABILITIES - AGENCY FUNDS

i J{TC RY ASSETS

JUNE 39, 2007

County  Agricultursl County
Offices  Exiension  Assessor

13,837 - -

3 ~2,573

i
- 153,658 263,486

Schools

§ 90,586

353
5,486,008

g 26,701

2,611
2,792.771

2821, 4§3

Wl

Auto
License

and

Ise Tax

s

Lo
NS

b b

Ty

ey

)

308765
$ 408,765

_B.880.125
365801 25

Lo
a0
=~

T &
a

oo

PN

b
[
frae
o
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CHEROREE CO

COMBINING SCHEDULE OF CHANGES ’; FIDUCIARY ASSETS

ASSETS AND LIABILITIES

Balances beginning of vear

Additions:
Propeity and other County tax
E8FE surcharge
State 1ax credits
Offiee fees and collections
Auto licenses, use tax, and posiage
Trusts
Miscellansous
Total addirions

Deductions:

Agency remitlances:
To other governments
Trusts paid out

Total deductions

AND LIABILITIES - AGENCY FUNDS

YEAR ENDED JUNE 30, 2007 Schedy

Auio

License

County  Agriculipral  County Comimunity and

Oifices Exiension Assessor Schools Colleges Corporations Townships  Lise Tax Oither Total
50031 0§ 155363 % 437,195 36617964 % 350068 § 2797316 § 205,001 5237 352 8404714 311,269

- 154,298 264,768 6502380 387131 2,641,898 384,050 - 7,807 10,322,
- - - - - - - - 85,268 831
- 8,862 18,126 378,637 20,348 150,971 10,379 - 118 85
321,411 - 2,655 - - - - - 45,213 369,05
“ - - - - - - 2,892,625 - Z.B92¢
- - - - - - - - 99,102 84,1
- - 109 - . R - ) e - £7.33% 67
321411 183160 285.65% 6870017 387479 2792868 394409 28924625 304877 144010
321,639 162,791 314,089 6,916,856 375,660 2,768,702 211459 2869335 304728 14,275,
6,208 - - B - - - - - _ 46,552 320
327867 162,791 314080 6016856 375660 2768702 211459 28865335 381273 143282
$52575 % 155872 § 408765 36,580,123 0§ 1T0.RR7 0§ 2801483 % 383 971 230442 $33B318 §i13a2s

Balances end of vear

See accompanying independent auditor's report,
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CHEROKEE COUNTY

SCHEDULE OF REVENUES BY SOURCE AND EXPENDITURES BY

FUNCTION - ALL GOVERNMENTAL FUNDS

Revenues:
Property and other County tax
interest and penalty on property tax
Tax increment financing,
Intergovernmental
Licenses and permits
Charges for service
Use of money and property
Miscellaneous

Total

Expenditures:

Operating:
Public safety and legal services
Physical health and sociad services
Mental bealth
County environment and education
Roads and transportation
Governmental services 1o residents
Administration

Capital projects

Total

FOR THE LAST SIX YEARS

Modified Accrual Basis

Schedule 5

2007 2006 2003 404 2003 2002
1,882,746 $3,537.904  $3,210,233  § 3,436,192 $3.334,378  $2,998.740
28,115 26,574 28,397 35,003 35,966 37,817
147,258 125,361 99,729 109,332 99,114 50.219
4,901,523 4,892279 4,459,666 4,232,454 5161854 4,065,881
62.677 48,679 108,040 103,453 39,489 37.2066
278,784 304,764 335,183 321,542 242,519 220,468
253,578 183,677 130,554 123,060 187,829 287,402
56,269 223,054 135,606 30,516 45,934 104,820
$9,610,950  $9,342202  $8.507408 § 8420642 $9,147.083 §7,802,622
$1,334.472  $1.454,137 $1.454,196 § 1,370,125 $1.320,5397 $1.231.163
872,551 718,458 707,775 663,044 647,641 654,557
1,239,044 1,227,280 1,058,419 942,271 036,183 094,105
510,401 447,528 477,898 454,172 443,347 430,844
3,102,927 3,008,202 2,695,879 2,764,365 2410874 2460040
320,000 408,544 278,675 250,100 223,760 213,477
986,367 881,385 964,982 911,033 873,962 853,086
839872  1.132415 1,474,330 2,656,062 2,128,600 1,590,394
$9.205,634  $9277.949 §9.112.154 S$10,011.312 58984964 $8.427.666

See accompanying independent auditor's repott.

46



CHERORKEE COUNTY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS Schedule 6

YEAR ENDED JINE 30 2007

Ciramtor/Program

Indirect:
LS, Department of Agriculture:
Lowa Department of Human Services:
State Adeumistrative Matching
Cirants for Food Stamp Program

U8, Department of Transportation:
lowa Department of Transportation:
Highway Planming and Ceonstruction

L8, Department of Health and Human Services:
Towa Department of Public Health
Pubkbic Health Preparedness and
Response for Bioterrorism

lowa Diepartment of Human Services;
Local Administration Expense Reimbursement

Social Services Block Grant

47

CYDA

20,205

93283

93,558
93.566
93,575
93.596
93.65%
93.659
92.667
93767
93,778

93.667

Agency or

Passg-through Program
Number Expenditures
5,832

BROS-CO18-(31)-8J-18 73,766
BROS-CO18-(41)-81-19 185,873
BROS-COI8-45)-83-20 155618

SERTRTO3-LPHALRDL 28,864

1,718
4286
875
5,104
54
10,205

44588

(Continued)



CHEROKEE COUNTY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2007

CIDA
Grantor/Program Numbey
[ndirect:
LS, Department of Homeland Security:
lowa Homeland Securtty and Emergency
Management Division:
Disaster Granis - Public Assistance 97036
lowa Disaster Services Division:
Emergency Management Performance Grants 97.042
Citizen Corps Program 97,033

Total

RBasis of Presentation - The Schedule of Expenditures of Federal Awards includes the federal grant
activity of Cherokee County and is presented on the modified acerval basis ol accounting. The

Agency or
Pass-through
Nurnber

(035-063E3-00

Schedule 6
{Continued)

Program
Expenditures

3 40,858

2211
3,352
L 564

information on this schedule is presented in accordance with the requirements of OMB Circular A-133.
Audits of States. Local Governments, and Non-Profit Chreanizations. Therefore, some amounts presenied

in this schedule may differ from amounts presented in, or used in the preparation of, the basic

financial statermnents,

See accompanying independent auditor's report.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Officials of Cherokee County:

We have audited the accompanying financial statements of the governmental activities, cach major fund, and
the aggregate remaining fund mformation of Cherokee County, Towa, as of and for the year ended June 30, 2007,
which collectively comprise the County’s basic financial statements fisted in the table of contents, and have issued
our report thereon dated February 12, 2008, We conducted our audit i accordance with US, generally accepted
auditing standards and the standards applicable to financial audits contained in Government Auditing Srandards,
1ssued by the Compiroller General of the United States.

Internal Control Over Financial Reporting

In planming and performing our audit, we considered Cherokee County’s internal contrel over financial
reporting as a basis for desigming our audifing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing our opinion on the effectiveness of Cherokee County’s
internal control over finanmal reporting.  Accordingly, we do not express an opinion on the effectiveness of
Cherokee County’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
precechng paragraph and would not necessarily identify all deficiencies in internal control over financial reporting
that might be significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficiencies 1 internal contro] over financial reporting that we consider to be significant deficiencies and other
deficiencies we consider to be material weaknesses.

A control deficiency exists when the design or operation of the control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or defect misstatements on a
timely basis. A significant deficiency 18 a control deficiency, or combination of control deficiencies, that
adversely affects the County’s alnlity to initiate, authorize, record, process, or repart financial data relably in
accordance with U.S. generally accepted accounting principles such that there is more than a remote likelihood a
misstatement of Cherokee County’s financial statemnemis that is more than inconsequential will not be prevented
or detected by the County’s internal control. We consider the deficiencies in internal control described in Part 11
of the accompanying Schedule of Findmgs to be significant deficiencies in internal control over fingneial
reporting,

A material weakness is a significant deficiency, or combination of significant deficiencies that results in
more than a remote likelihood a material misstatement of the financial statements will not be prevented or
detected by Cherokee County’s internal control.

Qur consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily idennfy alb deficiencies in the internal control that might
be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are
also considered to be material weaknesses. However, of the significant deficiencies described above, we helieve
nems H-A-07 and H-B-07 are material weaknesses,
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Compliance and Other Maliery

As part of obtaining reasonable assurance about whether Cherokee County’s financial statements ave free of
material misstatement, we performed tests of s comphiance with certain provisions of lows, regulations,
contracts, and grant agreements, non-compliance with which could have a direct and material effect on the
determination of financial statement amounts.  However, providing an opimon on compliance with those
provisions was not an vhjective of our audit and, accordingly, we do not express such an opmion. The results of
our tests disclosed wo instances of non-compliance or other matiers that are required to be reported under
Government Auditing Standards. However, we noted a certain immatenial instance of nencompliance ot other
matters that 1s described in Part I of the accompanying Schedule of Findings.

Comments invalving statutory and other legal maiters about the County’s operations for the year ended
Tune 30, 2007, are hased exclusively on knowledge obtained from procedures performed during our audit of the
financial statements of the County. Stnce our audit was based on tests and samples, not all transactions that might
have had an impact on the comments were necessarily audited. The comments involving statutory and other fegal
matters are not intended to consbiute legal mterpretations of those statufes,

Cherokee County’s responses to findings identified in our audit are deseribed n the acecompanying Schedule
of Findings. While we have expressed our conclusions on the County’s responses, we did not audit Cherckee
County’s responses and, accordingly, we express no opinion on them,

This report, a public record by law, is intended sokely for the mformation and use of the officials, employees,
and citizens of Cherokee County and other parties to whom Cherokee County may report includimg federal
awarding agencies and pass-through entities. This report is not intended to be and should not be used by anvone
other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of Cherokee
County during the course of our audit. Should you have any questions concerning any of the above matters, we
shall be pleased to discuss them with you at vour convemience.

!

o .
g
. s . ?M‘ @ /9”
February 12, 2008 ) W“;ﬁ mﬂ; . ;Y{M o LA
. ¢
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
INACCORDANCE WITH OMB CIRCULAR A-133

To the Officials of Cherokee County:

We have audited the compliance of Cherokee County, lowa, with the types of compliance requirements
deseribed i ULS. Office of Management and Budget (OMB) Circular A-133 Complionce Supplement that are
applicable to s major federal program for the vear ended June 30, 2007. Cherokee County’s major federal
program is wdentified m Part I of the accompanying Schedule of Findings. Compliance with the requirements of
laws, regulations, contracts, and grant agreements applicable to its major federal program is the responsibility of
Cherckee County’s management, Our responsibility 18 fo express an opinion on Cherokee County’s compliance
based on our audit. ‘

We conducted our andit of compliance mn accordance with U5, generally accepted auditing standards, the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States, and OMB Cireular A-133, dudits of States, Local Governments, and Non-FProfir
Organizations, Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether non-compliance with the types of compliance requirements referred to above
that could have a direct and material effect on a major federal program cccurred. An audit meludes examining, on
a test basis, evidence about Cherokee’s County’s compliance with those requirements and perfornung such other
procedures, as we considered necessary in the circumstances. We believe our audit provides a reasonable basis
for our opinion. Our audit does not provide a Jegal determination on Cherokee County’s compliance with those
requirenents.,

In our opinion, Cherokee County complied, in all material respects, with the requirements referred to above
that are applicable to its major federal program for the year ended June 30, 2607,

Internal Control Over Financial Reporting

The management of Cherokee County is responsible for establishing and maintaining effective internal
conirol over compliance with requirements of laws, regulations, contracts, and grant agreements applicable to
federal programs. In planning and performing our audit, we considered Cherokee County’s internal controf over
compliance with requirements that could bave a direct and matenal effect on a major federal progrant in order 1o
determine our auditing procedures for the purpose of expressing our opinion on compliance, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do
not express an opinion on the effectiveness of Cherokee County’s intemal control over compliance.

A control deficiency in the County’s mternal control over compliance exists when the design or operation of

a contrel does not allow management or employees, in the normal course of performing their assigned functions,

10 prevent or detect non-compliance with a type of compliance requirement of a federal program on a timely

basis. A significant deficiency 15 a control deficiency, or a combination of control deficiencies, that adversely

affects the Counly’s abihity to admimster a federal program such that there is more than a remote Tikelibood non-

comphance with a type of compliance requirement of g federal program that s more than inconsequential will not
be prevemed or detected by the County’s internal controtb.
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A material weakness is a significant deficiency, or combination of sigmificant deficiencies that results in
more than a remote likelihood material non-complisnce with a type of comphiance requirement of a federal
program will not be prevented or detected by the County’s wnternal conirol.

Our consideration of internal controt over compliance was tor the limited purpose descnibed above and
would not necessarily identify all deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies i internal control over comphance we consider to be material
weaknesses as defined above,

This report, a public record by law, is intended solely for the information and use of the oflicials, employees,
and citizens of Cherokee County and other parties to whom Cherokee County tay veport, including federal

awarding agencies and pass-through entities. This report is not intended to be and should nol be used by anyone

other than these specified parties.
Tt ?
. fucurirr <
Wmﬂ / /ﬁﬁ"
d
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CHEROKEE COUNTY
SCHEDULE OF FINDINGS
YEAR ENDED HUNE 30, 2007

Part B Summary of the ndependent Aaditor’s Results:

{ay  Anunqgualified opimion was ssued on the fimancial statements.

(b) Reportable conditions in internal control over financial reporting were disclosed by the audit of the
financial statements, including material weaknesses.

(¢) The audit did not disclose any non-compliance which is material to the financial statements.
() No material weaknesses in internal controf over the major programs were identified.
{e) Anungualified opinion was issued on compliance with requirements applicable to the major progran.

() The audit disclosed no audit findings which were required to be reported in accordance with Office of
Management and Budget Cireular A-133, Section 510(a}.

(g) Themajor program was as follows:
- CFDA Number 20205 - Highway Planning and Construction,

(hy  The dollar threshold used to distinguish between Type A and Type B prograns was $300,000.

(i) Cherokee County did not qualify as a low-risk auditee.
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CHEROKEE COUNTY
SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2007

Part I Findings Related to the Fmancial Statemenis:

INSTANCES OF NON-COMPLIANCE:

No matters were reported.

REPORTABLE CONDITIONS:

H-A-07

Segregation of Duties - During our review of internal control, the existing procedures are
evaluated in order to determine that incompatible duties, from a control standpoint, are not
performed by the same emplovee. This segregation of duties helps to prevent losses from
emplovee error or dishonesty and therefore maximizes the accuracy of the County’s financial
statements. We noted that generally one or two individuals in an office may have control over
the following arcas for which no compensating controls exist.

Recommendation - We realize that with a limited number of office employees, segregation of
duties is difficult. However, each official should review the operating procedures of thewr
office to obtain the maximum mternal control possible under the circumstances. The official
should utilize current personmel to provide additional control through review of financial
transactions, reconcitiations, and reports. Such reviews should be performed by independent
persons to the extent possible, and should be evidenced by initials or signature of the reviewer
and the date of the review. Following are controls which should be implenmented whenever
possible:

1. AY incoming mail should be opened by an employvee who 13 not authorized to make
entries to the accounting records. This employvee should prepare a isting of cash and
checks recerved. The muail should then be forwarded to the accounting personnel for
processing. Later, the same listing should be compared to the cash receipt records.

2. Bank accounts should be reconciled promptly at the end of each month by an individual
who does not sign checks, handle, or record cash.

3. Checks or warrants should be signed by an individual who does not otherwise participate
in the preparation of the checks or warrants. Prior to signing, the checks or warrants and
the supporting documentation should be reviewed for propriety.  After signing, the
checks or warrants should be matled withoul allowing them to return to individuals who
prepare the checks or warrants or who approve vouchers for payment. This includes the
pavroll checks, which are currently being distributed by the same person who prepares
them,

Response -

1. With limited staf, each office maintains their own level of supervision for segregation of
duties with respect to incoming mail, bank reconcihation, and checks and warrants
signatures. The County Treasurer now divides the mail between four staff for sorting and
documenting. The deputy balances motor vehicle funds and one staff balances taxes, and
another staft balances driver’s lcenses receipts.  'The treasurer deposis money in the
bank and one stafl reconciles the statement at month end. There are three stafl that can
sign checks, and the person signing does not prepare the check.



CHEROKEE COUNTY
SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2007

Part II: Findings Related to the Financial Statements: (Continued)

REPORTABLE CONTHTIONS: (Contimued)

I-B-07

2. Bank reconciliations will be done in a timely manner by stafl that does not sign Lh(,(.a]a‘\ or
handle or record cash.

3. Ewvery effort will be made to assure checks, warrants, and payroll checks are prepared.
entered, processed, and distributed pmpm]y by as many employees as possible (o insure
propriety.  With Hmited staff this 1s not always possible.  Preparation of the County
payroll 1s now being shared by two stall for checks and balances, and every effort 1s
being made to have staff who do not enter payroll, distribute checks to departments.

Financial Reporting - Reporting Dmancial data rehably in accordance with U5, generatly
accepted accounting principles (GAAP) requires management to possess sufficient knowledge
and expertise to seleot and apply accounting principles and prepare year-end fimancial
statements, including fooinote digclosures. Management presently lacks the qualifications and
training to appropriately fulfill these responsibilties, which is a comumon situation n small
entities.

Recommendation - Obtaining  additional GAAP knowledge through reading relevant
accounting literature and attending local professional education courses should help
management significantly improve in the ability to prepare and take responsibility for reliable
GAAP financial statements.

Response - Condueting business within a small county with Timited stafiing results in the need
to employ the services of a certified public accountant to ensure that all financial reporting 15
completed per state regulations.  Every effort will be given to increase communications
betwesn departments regarding the use of eamed dates on revenues and expenditures to ensure
that they are reported properly on the GAAP reports,

s1om - Response accepted.

Part 11 Other Findings Related to Required Statutory Reporting:

1J-A-G7

II-13-07

-

07

Certified Budget - Disbursernents during the vear ended June 30, 2007, did not exceed the
amount budgeted i any service area.

Cuestionable. Expenditures - No expenses that mey not meet the requirements of public
purpose as defined man Attorney General's opinion dated Apeil 25, 1979, were noted.

Travel Expense - No expenditures of County money for travel expenses of spouses of County
officials or employees were noted.

A
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CHEROKEL COUNTY
SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2007

Part L Other Findings Related to Required Statutory Reporting - (Continued)

I-E3-67

[1-E-07

1107

I-G-07

IIT-H-07

107

Business Transactions - Business transactions between the County and County officials or
employees are detailed as follows:

Name, Title, and Transaction
Business Connection Deseription Amount
Ronald Wetherell, Supervisor, Parts, repairs,
Part owner of Wetherell Manulacturing and supplies $1.403

Chris Staver, spouse of Sheriff
Department employee, owner
of High Country Auto Body Parts and repuirs & 744

Thomas R. Jenness, Weed
Commissioner Well closings § 8,400

In accordance with Chapter 331.342(10) of the Code of lowa, the transactions with Ronald
Wetherell and Chris Staver do not appear to be conflicts of interest since fotal transactions
were less than $1,500 during the fiscal year. The other transactions may represent a conflict
of inferest.

Recommendation - The County should veview those fransaetions closely and may want to
consult their atforney to determine that they are in comphance with the Code of Towa.

Response - All business fransactions are monitored at the time of payment. This 15 a small
gounty and purchases are made locally whenever possible, and many times they are the only
vendor available in the county for that service.

Congclusion - Response accepied.

nd Coverage - Surety bond coverage of County officials and employees is in accordance
with statutory provisions.

Board Minuies - No transactions were found that we believe should have been approved in the
Board minutes but were not.

Deposits and Investments - No mstances of non-compliance with the deposit and investnent
provisions of Chapters [2B and 12C of the Code of lowa and the County’s investment policy
were noted.

Resource Fnhancement ond Protection Certification - The County properly dedicated property
lax revenue to conservation purposes as requived by Chapter 455A.19(1)(b) of the Code of
fowa in order to receive the additional REAP funds allocated in accordance with subsections
(b)(2) and (b)(3).

County_Extension Office ~ The County Extension Office is operated under the authority of
Chapter 176A of the Code of Iowa and serves as an agency of the State of Towa. This fund 1s
administered by an extension Councl] separate and distinct from County operations and,
consequently, s not included i Exhibis A or B.

Dishursements during the vear ended June 30, 2007, did not exceed the amount budgeted.
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